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A FAMILY DIET OF LOW COST 


1. INTRODUCTORY 


In 1941 we started a series of surveys intended to provide a gauge of the 
changes in cost of a ‘human needs’ diet since Mr. Seebohm Rowntree 
carried out his researches in the mid-thirties. The material for our surveys 
was collected in Oxford, as a rule in the spring and in the autumn of each 
year. For technical reasons, the autumn survey had to be omitted in 1947, 
and our last published paper on the subject considered the situation in 
April of that year. Since then the supply of food to the general public has 
undergone considerable changes; in particular, all the main energy foods 
were rationed in April 1948, owing to the inclusion in the rationing system 
of potatoes from November gth, 1947.1 This, obviously, increased the 
problem of satisfying the appetites of a family of hearty eaters for a housewife 
who had to provide all the meals at home, especially if she had to manage 
on a very small income. 

However, in some ways catering for a family was easier in April 1948 
than it had been in April 1947. For in the early part of April 1948, when our 
survey was carried out, fresh vegetables other than potatoes were much more 
plentiful than they had been during that period of 1947, after the hard and 
prolonged winter of 1946-47, and there was further a good supply of herrings 
and kippers in the shops, which twelve months earlier had also been very 
scarce. From April 1946 to April 1947, the weekly cost of a ‘ human needs’ 
diet for a family of 5 persons—husband, wife, and 3 children of school age+— 
had risen by 5s. 8d., from 37s. 6d. to 43s. 2d.; in April 1948, the cost of a 
similar though not identical diet was found to be 42s. 113d., z.e., it required an 
expenditure slightly less than in April 1947. The diets surveyed in this series 
are intended to convey an idea of the minimum cost at which a skilful house- ~ 
wife could actually feed her family; it is therefore not possible to simply 
compare changes in the cost of identical foods from period to period, irre- 
spective of changes in rationing and in the general availability of specific foods. 

In the autumn of 1936, the weekly cost in Oxford of Mr. Rowntree’s 
‘human needs’ diet for a family of 5 persons was 23s. 5d. In March 1941, 
we found an equivalent diet to require a weekly expenditure of 33s. If we 

1 Potatoes were derationed on May 2nd, 1948. 

3 We have assumed the age of the youngest child to be five years and that of the two 


other children between 7 and 12 years. This composition of the family was chosen as corres- 
ponding most closely to that of Mr. Rowntree’s standard family. 
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express the cost of the diet in 1936 by 100 the index for the diet in the spring 
of 1941 stood at 141. By April 1946, it had gone up to 160; in April 1947, 
it was 184, and in April 1948, it was 183. In making these comparisons with 
Mr. Rowntree’s ‘ human needs’ diet two things have, however, to be borne 
in mind. First, the diet as compiled by us allows for the consumption of 
more milk, and that of a better quality; for not only has the general supply of 
milk in schools raised the intake of milk of poor families with children, 
according to more recent improved standards of nutritional requirements, 
but also the domestically consumed milk is now as a rule fresh full cream 
milk, while Mr. Rowntree’s diet only included skimmed tinned milk. 
Secondly, the introduction of rationing has entailed a greater standardization 
of foods. Differences in quality have largely vanished, with the result that 
while poor people now buying standard foods at standard prices pay dis- 
proportionately more for them well-to-do ones pay disproportionately less, 
as compared with the average rise in the respective prices. Hence the actual 
rise in the total cost of their food during the last 12 years is bound to be 
highest for poor families. 


2. THE CosT OF A FAMILY DIET 


Our schedule of a ‘ human needs’ diet that could be bought in Oxford 
in April 1948, is set out in Table I. The two last columns show in what 
respects this diet differs from the similar one which we compiled 12 months 
earlier. The rationing of potatoes had reduced the amount of potatoes that 
could be included in the schedule, and substitutes had to be introduced in 
the form of cereal products. We also allowed for the purchase of an additional 
8 oz. of greens. The value of the weekly meat ration per head had decreased 
from 1s. 4d. to 1s., only rod. of which could buy fresh meat while the remain- 
ing 2d. had to be spent on corned beef. Altogether, in April 1948 even more 
than in April 1947, meat was scarce and, on the whole, of a poor quality, 
and in order to obtain a cut that would carve economically, housewives were 
often willing to pay a fairly high price per Ib. We have therefore assumed 
that the whole of the 4s. rod. available for the family’s weekly ration of fresh 
meat was employed to purchase a ‘ joint’, costing 1s. 6d. per lb. Some of 
this meat might be used cold for the husband’s packed lunch and thus act 
as a substitute for the tinned smoked herrings that could be bought in April 
1947 but were unobtainable in April 1948. 

If cereals have to be eaten with main dishes to make up for a shortage of 
potatoes, the appetite not only of adults but also of children for milk puddings 
is rarely very keen, and this would reduce the family’s demand for milk. 
We have therefore included only half a tin of condensed milk in our schedule 
for April 1948, as against a whole tin in April 1947, in spite of the fact that 
the weekly ration of fresh milk for the 2 adults of the family was a pint less 
per week in 1948 than in 1947. The price of fresh milk had risen from April 
1947 to April 1948 by a halfpenny a pint, so that the total cost of fresh milk 
in the diet was reduced by only 3}d. A number of other prices had gone up 
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TABLE I 


Weekly ‘ Human Needs’ 


Diet for a Family of 5 Persons. 


Quantity Price per Changes since April 1947 
unit? Quantity Outlay 
(a) Rationed Foods excl. ueesh miuk : sd, Steen ie 
la Meat, fresh - 2b 12 oz. 1 6? | —1%% 80z. — 170 
1b Corned Beef 9 oz. 1 6 — 7oz. — 10 
2 Bacon ee 10 oz. 290 ate + 71% 
3 Margarine ... ee 2nlDe ES OZ. 9 + 5oz. + 2} 
4 Cooking Fat ees 5 oz. 1 0 38 530 
5 Sugar ag3. Ib:  8iez? 5 ws ob 7 
6a Jam 4 oz. 1 34 : ‘+. Of 
6b Syrup sag Ac — 80z. — 44 
7 Tea 8 oz. 3 6 : + 6 
8 Cheese = 7k oz. 10 —_ 240z. — 17} 
9a Eggs, shell ... 4 eggs 3 act + 5 
9b Eggs, dried ee ee — 4 packet —1 3 
10a Peas, dried 1 ib 10 Ac ads 
106 Haricot Beans 1 ib 11 Res + 2 
11 Rolled Oats 2 ib 64 +1 80z. + 70} 
12a Barley Flakes 1 ib 9 —1% 80z —/ 4 
12b Pearl Barley 1 bb 7 + 1b =f wa, 
13a Macaroni 1 ib 9 ae — 1 
136 Semolina 1 tb 7 — 2 
14 Dried Fruit? = 10 oz 10}4; — 60z. — 2% 
15 Condensed Milk, skimmed 4 tin 8 — tin — 4 
16 Smoked i eis tinned sr * — 2 tins —2 0 
17 Bread 5 eal WN 702, 44 ae oe 
18 Flour 2 Ib 335 oe ne 
19 Potatoes 15 Ib 14 | —6b + 74 
Outlay on Group (a) 26 7% —4 O04 
(b) Fresh Milk : 
20a Ordinary 15} pt 5 — 1 pint + 3 
206 School 5 pt. free wee as 
Outlay or Group (b) 6 54 “fe mod: 
(c) Fresh Vegetables excl. 7 gating 
21a Swedes 2311b 98.02, 2 — 3 
216 Carrots 3 fb 80z 2 aoe es 
21c Greens 5 ib 8 oz. 5 +216 80z + 3 
21d Other® 2 tb 334] —1b aT oot 
Outlay on Group (c) 4 Of ee OT: 
(d) Other Foods : 
22 Cocoa 3 4 oz. 1 44 Je 28 
23 Condiments — vo sg ns 
24a Herrings 2D sUZiOzZe 64; +2 120z. +7 6 
24b IXippers.... 2 tb 94 + 2 tb +7 7 
25 Pork Sausage Meat | 1 tb ee er 1 bb +7 7 
Outlay on Group (d) 5 10} +4 4} 
Total Outlay 42 11} == met 


1 The price unit is : 
milk, pint ; 
2 Cut for roasting. 


6 Onions and parsnips in April 1948 : 


eggs in shell, one egg ; 


4 Average. 
onions, parsnips, and leeks, in April 1947. 


5 3 tb for 11d. 


condensed milk, tin; bread, 1? tb loaf ; fresh 
cocoa, } lb ; condiments, total outlay ; all other foods, tb. 
3 Figs, dates, and prunes. 
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during that period, but some prices had declined, notably the price of greens, 
which in April 1947 had been scarce and very dear. 

Except for the relatively expensive meat all the rationed foods in our 
schedule for April 1948 are of a distinctly utilitarian nature. Such semi- 
luxuries as syrup, dried eggs, and tinned fish are not included at all, while of 
others—tinned milk and dried fruit—less is allowed than was for April 
1947. On the other hand, a considerable increase is suggested in the outlay 
on the group of unrationed foods, on herrings, kippers, and pork sausage 
meat, as cheap sources of animal protein, to supplement the meagre supply 
of high grade proteins from the rationed foods. 

The foods in Table I rationed on ‘ points’ required 22 ‘ points’ per 
week, while the total number of ‘ points’ available to a family of 5 persons 
was 35. Since, however, the purchase of all the bread and flour in our schedule 
called for 55 ‘ B.U.s’ instead of the 49 ‘ B.U.s’ given to a family of the 
structure assumed by us and neither of whose adult members qualified for 
the supplementary ration available to manual workers, 6 of the ‘ points’ 
would have to be converted into ‘ B.U.s’!, to make up for the deficiency. 
The total outlay of the ‘ points ’ on the foods in Table I is given in Table II. 

Table III sets out the expenditure that would be required if some small 
improvements were made so as to introduce a slightly greater variety into the 
diet. These improvements assume not only the full use of the ‘ points’ but 
also the purchase of the sweets ration of 3 oz. per head per week and of 2 lb. 
of oranges, omitting, instead, some of the cheap carbohydrate foods, so that 
the total nutritional intake would be about the same, except for a significant 
increase in the intake of vitamin C, by about 11 mgm per head per day, due 
to the addition of oranges to the diet. The cost of this improved diet was 
38. 103d. more than that of the ‘ human needs’ diet, raising the total outlay 
to 46s. 103d., and if further the butter ration of 3 oz. per head had been bought 
instead of substituting margarine for it, another 63d., would have been 
required. 


3. Foop RATIONING BY THE HOUSEWIFE 


As most of the foods that constitute the diet envisaged by us are rationed 
it is essential to stress the fact that the structure of the diet is inseparably 
linked up with the structure of the family, and that these low cost diets 
could be procured only because the five individual rations are not purchased 
for single individuals but are employed for the family as a whole, and distri- 
buted in proportion to individual needs. We have supposed that the 
housewife provided three cooked meals a day for the family, except perhaps 
for the husband who might require a packed lunch on most days of the 
week. Table IV indicates what under these circumstances could be the 
individual shares of each member of the family, if the housewife, while 
adhering to the prevailing custom in many families that can afford few of the 


_ 11‘ point’ could be exchanged for 1‘ B.U.’; ‘ B.U.s’, however, could not be turned 
into ‘points’, 
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TABLE II 


Outlay of ‘ Points’ and ‘ B.U.s’ on ‘Human Needs’ Diet for 5 Persons. 


Quantity Points B.U.s 
Peas, dried 1b 4 ee 
Haricot Beans 1 tb 2 
Rolled Oats ‘2 tb 4 
Barley Flakes 1 ib i 
Pearl Barley 1 ib Z 
Macaroni ... 1 bb 2 
Semolina ... ee pee Lob az 
Dried Fruit! ra 10 oz. 2 
Condensed Milk, skimmed $ tin 3 
Bread ee ae Fe. CAM ey Ay as 49 
Flour EP ais Rise 2 tb a6 6 
Total spent a oe 22 55 
Total available ... are 35 49 
Difference +13 —o6 
* Points ’ changed ‘into ‘ B. Ws —6 + 6 
Unused ‘ Points ’... ee 7 


1 Dates, figs, and prunes in equal quantities. One Ib of dates or 
prunes required 4 ‘ points ’, one Ib of figs 2 ‘ points’. 


TABLE III 
Improvements on ‘Human Needs’ Diet for 5 Persons. 


Quantity Qutley ‘ Points ’ 
d. 
* Human Needs ’ Diet 42 113 28 
Excluding : 
Barley Flakes ... we 8 oz. 4} 4 
Pearl Barley ... oes 8 oz. 34 1 
Macaroni wes ae 8 oz. 44 1 
Semolina Aaa Aga 8 oz. 34 1 
Herrings oats ae 8 oz. 34 — 
1 7} 34 
Including : 4 4j ? 
Syrup aoe eae oz. 
Dried Eggs 3 sesleggs? 74 2} 
Condensed Milk, skimmed 3 tin 4 3 
Sweet Biscuits 5 oz. 5 3 
Chocolate cc es 5 oz. 11} — 
Boiled Sweets - Bae: 10 oz. Ay ee} — 
Oranges... ae ste C5010) 1 “4 — 
a0 104 
Improved Diet .. . bir y ies 46 103 35 


1 Equivalent. : 
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unrationed first class protein foods, of giving to the husband most of the 
family’s meat and cheese, tries to consider as much as possible individual 
needs. In compiling the shares shown in Table IV we have omitted 14 02. 
of bread included in Table I, assuming that a small amount of calorific food 
has to be held in reserve as a safety margin, to satisfy unforeseen energy 
requirements of any particular member of the family. 

The actual cost of each individual share is given in Table V. It will be 
seen that while the expenditure on the husband’s share amounted to 11s. 37d., 
that of the youngest child cost only 6s. 7d. Expressed in indices the relative 
outlay for the 5 members of the family was : husband, 100; wife, 77; each 
of the older children, 71; the youngest child, 58. If the small improvements 
suggested in Table III were introduced each member would probably have 
profited by them in about equal proportion, at least in so far as cost is con- 
cerned. In that case, the indices referring to the wife and the children would 
be slightly raised, so that, if the expenditure on the husband’s food is again 
equated to 100, the cost of the wife’s share was 79, that of an older child’s 
73, and that of the youngest one’s 61. 

Most rationed foods are relatively cheap, as compared with nutritionally 
or dietetically equivalent foods that are unrationed, and the nutritional needs 
of the adults in a family with young children can be supplied at a low cost 
because they can draw to some extent on the children’s rations. The indices 
of the actual consumption of rationed foods in their respective shares, as out- 
lined in Table IV, will be found in Table VI. In considering the consump- 
tion of foods rationed on ‘ points’ and ‘ B.U.s’ it should be remembered 
that the diet as a whole only took up 5.6 of the full allowance of 7 ‘ points’ 
per head per week, and, further, that of these only 4.4 were utilized for the 
purchase of foods thus rationed, while 1.2 per head were employed to supple- 
ment the family’s allowance of ‘ B.U.s’. Of these 1.2 points, again, 0.4 were 
required for the purchase of the 14 oz. of bread that are included in the family 
diet in Table I but excluded from the shares in Table IV. Hence, the family’s 
average consumption of ‘ points ’ foods amounted to only 63 per cent of their 
total allowance, while their total consumption of bread, as far as individual 
shares are concerned, was 108 per cent of their total allowance. Obviously, 
in dealing with the individual shares, the “ points "—or ‘ B.U.s ’—spent on 
the unallotted 14 0z. of bread have to be omitted. It will be seen that except 
for sugar, jam, and milk, the husband’s share in the rationed foods would be 
far above his actual rations, while that of the youngest child would be for 
every item far below the amounts obtained on this child’s ration book, 
barring only his intake of milk. 


4. FAMILY RATIONS AND NUTRITION 


In Table VII we compare the cost of the foods shown in Table I, as 
obtained on each individual ration book, with the cost of the rationed foods 
as distributed in the individual shares shown in Table IV. In each case 
margarine is substituted for butter and only 4 oz. of tea are allowed in equal 
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> TABLE IV 
Individual Shares Aavailable in ‘Human Needs’ Diet for 5 Persons (per Week). 


ee eee ee 


Husband Wife Child Child 
7121 5 years 
(2) Rationed Foods excl. Mass milk : 
1a? Meat, fresh ... - 1h 6 oz. 8 oz. 6 oz. 
1b Corned Beef cee age 5 oz. 1 oz. 1 oz. 1 oz. 
2 Bacon Ae ase aac 6 oz. 1 oz. 1 oz. 1 oz. 
3 Margarine ... ae oan 9 oz. 9 oz. 6} oz. 4 oz. 
4 Cooking Fat 552 380 2 oz. 1 oz. } oz. $ oz. 
5 Sugar... sas SSE ei: 6 oz. 15 oz. 13 oz. 9 oz. 
6a Jam oes oa a 4 oz. 4 oz. 1 oz. 1 oz. 
8 Cheese oe te as 44 oz. 1 oz. } oz. $ oz. 
9a Eggs, shell ... oak --- 2 eggs 4 egg $ egg 4 egg 
i0a Peas, dried ... aa =a 6 oz. 4 oz. 24 oz. 1 oz. 
10d Haricot Beans = oe 5 oz. 4 oz. 2 oz. 2 oz. 
11 Rolled Oats ... “se Ses 6 oz. 8 oz. 64 oz. 5 oz. 
12a Barley Flakes ot ss = 4 oz. 4 oz. 4 oz. 
12b Pearl Barley... ate Ede 6 oz. 3 oz. 23} oz. 2 oz. 
13a Macaroni... oS sce 6 oz. 3 oz. 24 oz. 2 oz. 
135 Semolina_.... aod ame = 4 oz. 4 oz. 4 oz. 
14 Dried Fruit mae nee 1 oz. 2 02, 24 oz. 2 02. 
15 Condensed Milk... oe — — + tin ¢ tin 
17 Bread® oe 53 «=» Ob 100z. 5% 8o0z. 3m 4'0z. 1b 15 0z: 
18 Flour = i ms 12 oz. 6 oz. 6 oz. 2 oz. 
19 Potatoes... ee Sy Bey 2% 80o0z. 3h 1 80oz. 
(6) Fresh Milk : 
20a Ordinary... sos =< 2 pt. spt. 3} pt. 34 pt. 
206 School : — _ 1% pt. 1% pt. 
(c) Fresh Vegetables “excl. potatoes : 
21a Swedes Bes - 1b 12 oz. 10 oz. 8 oz. 
21b Carrots a = mae 8 oz. 12 oz. 12 oz. 12 oz. 
21c Greens aoe oe se Diba 4/072) Bb SZ 07-2 1 ibe oz eis 
Onions... ooo << 2 oz. 4 oz. 4 og. 2 oz. 
a Parsnips ... ae eae 6 oz. 4 oz. 2 oz. 2 oz. 
(d) Other Foods : 
22 Cocoa a ae = a 1 oz. 1 oz. 1 oz. 
24a Herrings.... ae sap 12 oz. 11 oz. 8 oz. 5 oz. 
24b Kippers = 555 ae 8 oz. 7 oz. 6 oz. 5 oz. 
25 Sausage Meat. A Ses 4 oz. 3 oz. 3 02. 3 oz. 
1 Two children in this age group. 
2 The serial numbers correspond to those in Table I. * 14 oz. unallotted. 
TABLE V 
Weekly Cost of Individual Shares of Diet for 5 Persons. 
Husband Wife Child Child 
7—123 5 years 
Samad. s. d. s. d ch ital 
Foods in Table IV : 
Rationed excl. fresh milk Ree 7 10} 4 102 4 44 32 
Fresh Milk se sie 10 iS 1 54 1 54 
Vegetables excl. potatoes Ain 11 10} 94 84 
Other Foods a. = <6: 1 Of el 114 94 
Ce reece Niel anil Be ie tli elt Sih TE at et a Wi inde So ae 
Total eo aoe ae E-LOWS Sigel ree! 6 14 
Teas t:3 =. eae = ale 5} 5} 34 34 
Condiments es Po pais 24 24 24 2 
a Eas ais we te aisle pnd Lt OU te el eam rp ae ae Sie. re nes ees 
Total ‘ Human Needs ’ Diet? Paha ller3t 8 8} ‘J al 6 7 
Share in Improvements... an 94 94 94 9} 
SESE eee ay und St na eee nls Pn ila 
Total Improved Diet* — ss<f A213 9 6}t 8 10} 7 4 


SS 


1 Two children in this age group. * Excluding expenditure of 23d. on 14 oz. of bread. 
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TABLE VI 


Indices of Consumption of Rationed Foods in Table IV. 
SSE i le ee es Fa ne ea 


Ration Indices (Ration=100) 

per Person Husband Wife Child Child 

per Week 7—12} 5 years 
Meat, fresh 10d. 180 68 90 of 
Corned Beef 2d. 280 56 56 5 
Bacon eee 2 oz. 300 50 50 50 
Margarine ... d- Oz. 129 129 93 57 
Cooking Fat 107; 200 100 as 50 
Sugar 
ee } * 12 oz. 54 129 117 83 
Cheese = 14 oz. 300 67 50 33 
Eggs, shell ... 0.8 egg? 250 63 63 63 
Potatoes... 3 ib 167 83 100 50 
Milk, Adult 2k pt. 80 120 = = 
Milk, Child 34 pt.3 a — 100 100 

Points Zi 65 4 63 

Adal 43 us 9 193 $137 152 pr113* = “s: 
Child Jf Points tf H Ss aS 66 736 
I—lZa\eBsULs 115 — — 78 7 
Child f Points U — as = 54 548 
5 years | B.U.s a a = = 53 


_ 1Two children in this age group. 2 Approximately. 
3 Each child obtained, in addition to this, 1% pints per week at school. 
4 Taking the combined allowance of ‘ points ’ and ‘ B.U.s’ as 100. 
5 Average: child 7—11, 9‘ B.U.s’; child 11—12, 13‘ B.U.s’. 


shares to the 3 children, instead of their full weekly ration of 2 oz. for each 
of them. Further, only 5.6 ‘ points’ per head per week are supposed to be 
used out of the 7 ‘ points’ available. For the purchases calculated per ration 
book these 5.6 ‘ points ’ have been assumed to be spent for each member of 
the family in precisely the same way, on the respective foods in Table I. 
With the figures of cost are given the amounts of the main nutrients purchased. 
Since in the individual shares in Table IV we have omitted 14 oz. of bread 
included in Table I, we have added the cost of this, and the nutrients derived 
from it, to the data of section (B) of Table VII, so as to arrive at totals virtually 
identical with those of section (A), the insignificant differences that occur in 
some of them being due to rounding off. If we compare the figures of calories 
in Table VII referring to the individual shares of rationed foods in the diet, 
with the corresponding figures of individual total calorific intake in Table 
VIII, we find that they amount to about 94 per cent for the husband, to 
93 per cent for the wife, and to 92 per cent for each of the children, while the 
actual rations in Table VII represent of the individual total requirements, 
65 per cent for the husband, 78 per cent for the wife?, 106 per cent on the 
; ae : 
Re es Bae individuebahares in the sae Fes ares! tonite Cal ne 
standard “equ eraortta of cach naieleual: the nutrients supplied per ration book with the 
some additional calorific foots, the largest possible amount obtainable in the nearer feet 
barley, which required 1 ‘ point ’ per Ib. Thus at a weekly cost of 93d., each of the Pe re 
could have added per day 290 calories to his intake from the rations, raising the index of 


calorific intake from rationed foods, as i i 
pei TPL ree re he compared with standard requirements, to 75 for 


37, 
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TasBLE VIII 
Nutritional Requirements and Intake from‘ Human Needs’ Diet. 
te i es ee ee 
al Requirements per Da ‘Man’ 
Pest de odie ; cHusband Wife Child Child Values of 
7—12 5 years | Family of 
5 Persons * 
Calories ... oS “Ae -. 3000 2500 2100 1500 3.73 
Protein, gm. ... bOo 5c0 70 60 65 50 4.43 
Calcium, gm. ... coe ou 0.8 0.8 1.4 as 7.13 
Iron, mgm. se 10 10 13 8 5.40 
Vitamin A, Intern. Units -.- 3000 3000 3000 3000 5.00 
Vitamin B,, mgm. nee ee 0:90 0.75 0.95 0.68 4.68 
Vitamin C, mgm. 30 30 30 30 5.00 
Individual Intake per Day from ‘ Human Needs’ Diet (Table IV) : 
Husband Wife Child Child Averages? 
7—12 5 years | per‘ Man’ 
Calories ... ae es se 2960 2480 2070 1480 3000 
Protein, gm... ae ee 105 78 68 51 84 
Calcium, gm, ... as one 0.9 0.8 0.9 0.8 0.6 
Iron, mgm. ame 21 15 12 9 13 
Vitamin A, Intern. Units ses 3300 3900 3900 3600 3720 
Vitamin B,, mgm. as ae 1.9 1.5 1.3 0.9 1.5 
Vitamin C, mgm. nan Son 38 32 33 29 33 
Animal Protein : ; 
em oe ae; oe 38 23 29 26 33 
of protein requirements ... to ey 39% 45% 52% 47% 


1 Husband, wife, 2 children 7—12 years and 1 child 5 years old. 
2 Including nutrients from 14 oz. of bread not allotted to individual members of the 
family. 


TaBLE IX 
| Ee Intake of Calcium from Individual Shares in ‘ Human Needs’ Diet. 
Husband Wife Child 7-12. Child 5 years 
% % % % 
All Milk! ... Gr sc: eae 21.9 <7 MY) 59.6 67.9 
Cheese ; see oes 16.7 4.2 2.8 2.1 
Herrings and ‘Kippers aie ve 6.0 6.2 4.2 = 
All Rationed Meat and Bacon £3 0.5 0.5 0.4 
Eggs ees Ree — 1.0 0.3 0.2 0.3 
Sausage Meat | : tee oo 0.6 0.5 0.4 0.5 
Bread and Flour ... “ce 31.6 28.5 15.5 9.9 
Fresh Vegetables excl. potatoes 9.3 10.3 8.2 8.3 
Haricot Beans 4.1 3.8 2.0 1.9 
Potatoes 2.6 ES 1.5 0.9 
Dried Peas ... 1.6 3 0.7 0.3 
Rolled Oats = 5 2.4 7 1.4 
Macaroni and Semolina 0.7 0.7 0.6 0.6 
Dried Fruit . re 0.6 i 1.4 1.3 
Barley Flakes and Pearl Barley ae 0.3 0.4 0.3 0.3 
Other Foods : ee 0.2 0.4 0.4 0.4 
Total 100.0 100.0 100.0 100.0 


1 Including condensed milk. 


average for each of the older children, and 138 per cent for the youngest 
child. 

Table VIII gives the total nutritional intake from the individual shares as 
set out in Table IV and the corresponding standard requirements as recom- 
mended by the Ministry of Health. In computing the intake of vitamin A, 
an international unit of carotene has been counted as one-third of an inter- 
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national unit of the vitamin, and in computing the intake of vitamin C, 50 
per cent of the vitamin contained in the edible portion of the fresh vegetables 
has been deducted so as to allow for losses in cooking". It will be seen that, 
on the whole, the nutritional intake from the individual shares would be 
satisfactory, except as regards the children’s intake of calcium, which, how- 
ever, could be substantially augmented only by a consumption of milk much 
larger than is either customary or, at present, feasible. Only the very large 
shares of bread and flour allotted to the adults could secure for the two adults 
an intake of calcium conforming to the standard requirement in the case of 
the wife and slightly above the standard requirement in the case of the 
husband. The children would obtain from their-foods each approximately 
as much calcium as an adult, but while of the youngest child’s intake of 
calcium 70 per cent and of the two older children’s intake 62.4 per cent would 
derive from milk and cheese, only 38.6 per cent of the calcium in the hus- 
band’s and 41.9 per cent in the wife’s diet would be supplied by these 
sources (Table IX). 


5. CONCLUSION 


Our survey in April 1948 has shown that an inexpensive diet for a family 
of 5 persons could be obtained at a weekly cost of about 43 shillings, which 
was a few pence less than had to be spent on a similar diet a year earlier. 
Yet for a very poor housewife who before the war only bought the cheapest 
qualities of foods in the cheapest markets and who now has to buy rationed 
foods that to a large extent are standardized, each shilling spent on food in 
April 1948 only procured on the average 63d. worth of satiety value for her 
family, as compared with its purchasing power in 1936. 

In April 1948, potatoes were rationed at 3 lb. per head per week, but for 
a family with young children it would have been possible to make good the 
shortage of potatoes by an increased consumption of cereals rationed on 
‘points’. Herrings and kippers were plentiful, and there was also a much 
better supply of fresh vegetables and in particular of greens than in April 
1947, when the winter had been exceptionally hard. In these respects, 
shopping was easier in the spring of 1948 than it had been in the spring of 
1947. On the other hand, various important changes in rationing necessitated 
a large number of adjustments in the planning of a family diet that were 
difficult to make, in particular if they had to be procured at the lowest possible 
cost. It is, therefore, perhaps a reasonable assumption that not many house- 
wives succeeded in procuring a satisfactory diet for a family of five persons 
at a weekly cost of about 8s. 7d. per head. 

T. SCHULZ. 


1 All the food values were computed by means of the Memorandum on Nutritive Values 
of Wartime Foods, published by the Medical Research Council in 1945. 


THE INCREASE IN THE WORKING-CLASS COST-OF-LIVING 
SINCE BEFORE THE WAR 


The recently-issued Supplement No. 2 to the Industrial Relations Hand- 
book describes in detail the structure of the new Index of Retail Prices 
including particulars of the weighting system, which is based on the repre- 
sentative working-class household budgets collected by the Ministry of 
Labour in 1937 and 1938.! The weights ‘ represent the proportions shown by 
the 1937-8 budgets, adjusted to take account of the broad changes in relative 
prices between that date and mid-June, 1947.’ The Supplement adds: “The 
information available on relative price changes since 1937-8 was sufficient 
to provide, for weighting purposes, broad estimates of the proportions in 
which the various sections and groups entered into the total cost at the base 
date. It was not, however, sufficiently accurate to compare the actual cost of 
the items in 1937-8 and at the base date, and hence, to give an index of price 
changes since pre-war.’ Now this question of the change since before the 
war in the working-class cost-of-living, in the sense of the cost of buying what 
was bought by representative working-class families in 1937-8, is central for 
economic discussion. While such a calculation would only be an approxima- 
tion to the increase in the cost of buying what the working-class purchased in 
1937-8, and while this increase is not entirely relevant to the more funda- 
mental question of the increase in the cost of maintaining a certain living 
standard, an estimate of the order of magnitude of this change is essential 
for such questions as the redistribution of real income since pre-war, and 
the change in the purchasing power of wages and social security benefits. 
The major changes caused by the war have probably by now already taken 
place, and if the experience after the 1914-18 war is a guide,? there should be 
a new plateau in the cost of living established, variations over which will be 
small compared with the change since before the war.3 The rough difference 
between this plateau and the level before 1939 is a fact of major importance 
in discussions of the larger economic and political problems. Technical 
modesty would not seem by itself an adequate reason for suppressing the 
Committee’s estimate, even if ‘ broad’, and perhaps a more weighty reason 
was an unwillingness for such an estimate to be compared with the rise in the 
cost-of-living shown by the old cost-of-living index. Perusal of the Supple- 
ment indicates that the Ministry has in fact been at some pains to calculate 
the estimate with care. 

It is possible, however, to reconstruct. by inference the ‘Technical 
Committee’s probable procedure and to estimate their estimate. The prin- 
ciple on which the Committee worked must have been approximately as 


1 These budgets were collected for four separate weeks, in October 1937, January 1938 
April 1938, and July 1938. When ‘ 1937-8 ’ is used in this paper it refers to een 
* 4 yooris the immediate poet re inflation which was responsible for increases of 20 
an points per annum, an en decreases of the same or i iti i 
inflation has been partly avoided. Sahay bas Sheba 
* Though this depends on subsidy policy and on the trend of world prices for prim 


Peres which in turn depends largely on the trend of effective demand in the United 
ates, 
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follows: The weight w, for any particular item, taken from the 1937-8 
budgets (and scaled up so that E(w) =1,000) must have been multiplied by the 
price change (p,) between 1937-8 and mid-June 1947 to give a total weight 
(w,p,) for the base date of the index. This weight had then to be réduced to 
w, so that X(w) = 1,000. The total weights at the base date before reduction 
must have been &(wp), and each weight must have been multiplied by 1000 


(wp), 
for X(w) to be 1,000. For each section of the index therefore : 
1000 (1) 
0,=W,P; ae 
_ _ &(wp) 
But since X(w)=1000, X(wp) is in fact the Committee’s estimate of the 
1000 


weighted average overall increase between 1937-8 and June 1947 in the cost 
of purchasing the goods in the representative budget, an estimate we shall 
call ‘I’. For each section of the index, therefore : 

w, Pr 

wie Th 
Verbally, the weight given to each section at the base date (June 1947) stands 
in the same proportion to the 1937-8 weight as the relative price increase for 
that section does to the overall weighted average increase in the cost-of-living.* 
Re-arranging, we have :— 

Lap, ae 2) 


r 


We know the June 1947 weights for each section of the index (i.e. w,), 
because these are printed in Appendix C to the Supplement. We can estimate 
the 1937-8 weight for each section of the index (z.e. w,) with considerable 
accuracy, because the method used by the Technical Committee is described 
in detail in the Supplement. The full reconstruction of the 1937-8 weights is 
described in Appendix A, the first of the technical appendices of this paper. 
If, therefore, we can estimate the price-relative used by the ‘Technical Com- 
mittee for any section of the index (p,), we can find out from formula (2) the 
Technical Committee’s estimate of I, the overall weighted average increase in 
the working-class cost-of-living (defined as the cost of buying what the 
budgets showed the working-class bought in 1937-8). 

There are two sets of price relatives for consumer goods available, the 
relatives given in the National Income White Paper,? and those given in the 
Ministry of Labour Gazette for sections of the old cost-of-living index. 
Each price relative can be used in formula (2) to give us a value of I it implies. 


1The argument does not, of course, depend on the assumption that the Committee 
chose weights so that 2 (wr) =1,000. If the Committee did not, then 


_ pf. 1000 ] 
see [™ 2 (w) 


ion insi is i é =1,000. Whatever 
he expression inside the bracket is in fact wr, scaled up so that % (w)=1, 
. Commiticcs % (w) was, therefore, we can treat wr in equation (2) as if = (w) =1,000. 


2 Cmd.7371 
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If these relatives were the ones used by the Technical Committee, every 
implied estimate of I would be the same, except for small differences of a 
point or two due to rounding. In fact, however, some of these relatives were 
inappropriate for estimating the increased cost of working-class purchases of 
the commodity groups concerned, as revealed by the 1937-8 budgets. The price 
relatives in the National Income White Paper refer to total consumer purchases 
of each group of commodities. They are likely to be particularly inappro- 
priate where the prices of goods bought by the working class have increased 
less than a group’s average price, because of Governmental policies of sub- 
sidising necessities and subjecting them to more rigorous price controls. 
In such cases p, will be too high, if we assume, as we must, that the Technical 
Committee would avoid such biassed relatives. The implied value of I will 
therefore also be too high. The price relatives for items in the cost-of-living 
index are in many cases more likely to have been used by the Committee. 
They were readily available, and most of them referred to homogeneous 
commodities which were not subject to a discriminating price policy. The 
cost-of-living index price relatives of broad totals, however, such as ‘food ’ 
and ‘clothing’, understated the rise in the price of working-class purchases as 
revealed by the 1937-8 budgets, since they referred to working-class purchases 
before the first World War. Subsidies have been directed precisely to goods 
heavily weighted in the old cost-of-living index, as it was much cheaper to 
stabilise this index than to stabilise the actual cost of working-class purchases. 
These price relatives would have, therefore, also been biassed (though in the 
opposite direction to the National Income White Paper’s relatives), giving 
too low an estimate of p,, and therefore too low an implied estimate of I. 

The unbiassed estimates of I which remain indicate a value of I between 
161 and 162, using the methods described in Appendix B, a surprisingly 
large proportion of the estimates being at or very near this value. Examination 
of the data indicates in fact that the information in the hands of the Technical 
Committee led them to the conclusion that the cost of buying the goods in the 
1937-8 working-class budgets was by June 1947 approximately 61 to 62 
per cent higher than at the time these budgets were compiled.! 

Now, having found I, we can use it to estimate the price relative for each 
section of the Index by modifying formula (2) thus :— 

pect 
W, 
The full estimates for each section are shown in Appendix C, together with a 
derived set of estimates of how much separate items of the 1937-8 working- 
class budget would have cost in June 1947. A comparison between the new 
price relatives for June 1947 inferred in this way, and the price relatives for 
sections of the old cost-of-living index for the same period, is made in this 


'The Ministry of Labour seems open to criticism in continuing through 
é s ‘ g the earl 
months of 1947 to publish an index showing an increase in the coetokdighue of mene) 
mately 29 per cent for the same period, without stating that an increase over twice as great 
had been derived by using a much more realistic weighting system. 
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Appendix. It shows the combined effect of the distorted weighting system of 
that index together with the official policy of concentrating subsidies on items 
with a high weight in the index. The contrast is very marked for food, 
because of the underweighting of fruit, vegetables, etc. The old cost-of-living 
index only showed a price rise of 13 per cent, compared with the rise of 
38 per cent in the cost of the food in 1937-8 budgets. The marked rise in the 
prices of drink and tobacco was almost ignored by the old index.t The 
consequent bias in the old index has partially discredited official index 
numbers in the public’s mind. This may eventually prove an expensive price 
for exploiting public confidence in the cost-of-living index, by selecting 
items with high weights in the index for subsidising, so as to avoid the 
necessity for a more rigorous price stabilisation policy. 

The index number for each major group in the index is extracted and 
shown below. These index numbers can be linked by multiplication to those 
shown in the Ministry’s Retail Price Index to bring them up to date,? as is 
done in the last column of the Table, which shows the index number at mid- 
March 1948, 2.e. just before the Budget. 


Working-Class Cost-of-Living, Pre-War, June 1947 and March 1948 


1937-8 Mid-June 1947 Mid-March 1948 

Food aoe eas es 555 100 138 150 
Rent one sox wee a4 100 110 110 
Clothing = so se _ 100 174 182 
Fuel and Light ae pine ce 100 144 158 
Household durables sod vee 100 206 222, 
Misc. household goods sek eas 100 150 167 
Services Bae ea Sas cae 100 155 162 
Drink and tobacco wee we 100 283 295 

Ally... ae ee 100 161-2 172 


Although the emphasis in this paper so far has been on inferring what the 
official estimate of the increase in the cost of living was, this estimate of 61-62 
per cent does have some intrinsic value. We should obtain an increase of 
approximately 61-62 per cent if we used the weighting system described in 
the Supplement (almost certainly the best available), the price relatives 
indicated in Table II below (from the old cost-of-living index for food and 
rent items, and from the National Income White Paper for most of the 
others), which would cover most of the Index’s weights, and filled in the 
remaining unknown relatives with the help of the change of weights shown 
by the Supplement.3 Whatever was the Technical Committee’s procedure, 
it would be difficult to select plausible weights and price relatives which 


1 It is interesting, and somewhat sobering, for the statistician to note how the statistical 
decision before the first World War to under-represent tobacco in the old index and to 
exclude beer, affected fiscal policy and hence the living standards of the British public a 

ion later. ; 
sae Srinipresete ie quite correct to link the indices in this way, as the weights are the same 
throughout. If q9 and py are the quantities bought and prices paid in 1937-8, and p, 
and p, are the prices of the same articles at June 1947 and any subsequent date, 
‘2qoPa 2qoPa 2 240P 1 


2 oP. 2oPo b 
8 Professor R. G. D. cat fact estimates a 62 per cent rise from 1938 (Average) to 
Mid-1947. London and Cambridge Economic Service Bulletin (Vol. XXV, Bulletin ITI, p. 75). 
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would indicate that the cost of buying the 1937-8 budgets has not risen by 
about this amount. 

The estimates of the increased cost of the 1937-8 budgets made by Mr. 
Nicholson and myself in previous issues of the BULLETIN! appear to have 
been not very inaccurate, though largely because of two opposite errors. By 
using the National Income White Paper indices, as can be seen from Appendix 
C, we over-estimated the price increases in food, clothing and fuel, but on 
the other hand we considerably under-estimated the weights attributable to 
drink and tobacco, which meant giving the index a strong downward bias. 
On balance, my previous estimates of the war-time rise in the cost-of-living 
were too low. 

A remarkable feature of the estimated increase in the weighted average 
cost-of-living of 61-62 per cent from 1937-8 to June 1947, is that it is nearly 
as much as the increase in the price of all consumers’ goods, from the average 
of 1938 to the average of 1947, given as 68 per cent in the latest National 
Income White Paper. This is in striking contrast to the popular opinion that 
price policy, through subsidies on necessities and high purchase taxes on 
luxuries, has greatly assisted the working-class. The explanation seems to be 
that before the war expenditure on tobacco was a larger proportion of total 
expenditure for the working-classes than for the whole population—5.o 
per cent as against 4.1 per cent; and so was expenditure on alcohol, 7.0 
per cent as against 4.3 per cent.? 

The weighted average rise in the price indices for all items except drink 
and tobacco was 53 per cent for the whole population, and 43 per cent for 
the working-class. For all items, except drink and tobacco, the White Paper 
price index was 1.07 times the working-class price index: for all items, 
including drink and tobacco, it was 1.04 times. The large increases in the 
prices of drink and tobacco have therefore gone some way to offsetting the 
effect of the discriminating price policy for other goods. 

It must be emphasised that a cost-of-living index number, based on a 
pre-war weighting system, has a limited meaning for two reasons. First, 
because of changes in quality, which cannot wholly be taken into account, 
but which were probably in the main downwards; and secondly, because the 
working-classes are prevented by rationing from buying in 1947 what they 
bought in 1937-8, and have to buy substitutes which on the whole have 
increased more sharply in price, and which are often not entirely satisfactory 
as substitutes.3 Both these qualifications cause what is in effect a downward 
bias in the index, considered as an index of the cost of a defined living stand- 


1 BuLtetin, Vol. 7, No. 14, and Vol. 9, No. 7 respectively. 

* Using the information on working-class drink and tobacco expenditure given in the 
Supplement, and the distribution of total consumer expenditure shown in the National 
Income White Paper. 

_° Under ordinary circumstances such a wide dispersion of price relatives would cause a 
switching of expenditure to goods whose prices had increased least, producing an upward 
bias in the index. To remove the downward bias it will not be necessary for full freedom of 
choice to return, merely sufficient freedom for the same proportions of total expenditure to 
be spent on goods whose prices have risen less than average as in 1937-8 (¢.e. for the corre- 
lation between price relatives and changes in weights to be zero). 


THE INCREASE IN THE WORKING-CLASS COST-OF-LIVING 145 


ard. This bias can be exaggerated as most of the items in the index are too 
standardised for great changes in quality to have occurred; and working-class 
purchases of foodstuffs, the chief rationed groups, were not always in 
1937-8 very much above the present rations, as is shown in Appendix D. 
It is calculated in this Appendix that if we replaced the 1937-8 weights for 
food by weights corresponding to the rations in June 1947 we would obtain 
an increase of 67 per cent in the cost-of-living between 1937-8 and June 
1047- 

Whatever the increase in the cost of buying the 1937-8 working-class 
living standard between 1937-8 and June 1947 was, however, it was certainly 
more than the 61-62 per cent which we infer as the official estimate. If we 
made a rough allowance for quality charges and restriction of choice, it 
would seem to be reasonably accurate to say that the cost-of-living so 
defined had risen between 1937-8 and June 1947 by at least two-thirds, 
and between 1937-8 and June 1948, by rather more than four-fifths.* 


APPENDIX A 
THE 1937-8 WEIGHTS 


These can be determined with the aid of the information in the Supple- 
ment that the two sets of budgets of industrial and agricultural workers in 
1937-8 were combined in the proportion 16 : 1 (Supplement, p. 12) ; that 
certain items such as taxes, savings of different sorts, charities and betting 
were excluded (p. 4); that average alcohol and tobacco spending, because of 
the well-known tendency to underestimate these items in budgets, were 
re-estimated at 10s. a week, divided in the proportions 53 per cent to beer, 
5 per cent to spirits and wines, 33 per cent to cigarettes and g per cent to 
tobacco (p. 6); that the weights appropriate to rice, sago, etc., coffee and 
animal food could be considered spread proportionately over all food items; 
and that holiday spending, meals out, education, etc., could be distributed 
proportionately over all groups (the assumption being in each case that their 
price movements follow general price movements) (p. 4, footnotes). 

With these clues as to official procedure, and the information on 1937-8 
working-class budgets contained in the Ministry of Labour Gazette for 
December 1940, and January 1941, the expenditures and weights shown in 
Table I were calculated, with the corresponding weights for June 1947 
(from Appendix C. of the Supplement) shown for comparison. In some cases 
the classification in 1947 is slightly different from that of the 1937-8 budgets, 

1The restriction on expenditure due to rationing does mean, however, that these 
estimates must be used with some care. While they may not be very inaccurate as a measure 
of the cost of maintaining the 1937-8 standard, they clearly cannot be used for deflating 
incomes which have increased by more than enough to maintain this’ standard, since any 
such excess must in fact be spent on unrationed goods whose prices have increased very 


sharply (notably drink and tobacco). Electricity seems at present to be the only major 
commodity which has become relatively very cheap, and whose consumption is unrationed, 
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and some rough minor adjustments in weights to meet these changes are 
described in the footnotes to the Table. All cases in which weights are greater 
in 1947 than in 1937-8 indicate that the price relatives used by the Ministry 
for these commodities are greater than the estimated weighted average price 
rise (and vice versa). 

At first it seemed doubtful whether the Technical Committee had 
recommended the use of the clothing expenditure as shown by the quarterly 
returns of household expenditure or as shown by the special returns for a 
whole year of a smaller sample. When the weights were calculated on the 
first assumption, however, it was found that the weights for men’s clothing 
were higher than for women’s (approximately 34 as against 29). Since the 
corresponding weights for 1947 were higher for women than men (on any 
reasonable assumption about the allocation of expenditure on clothing 
materials), this would indicate that women’s clothing prices had increased 
very much more than men’s had (about 30 per cent more, in fact). It seems 
unlikely that any data on prices examined by the Ministry’s statisticians 
would lead them to use price relatives so different for men’s and women’s 
clothing. The National Income White Paper indicates, for example, that 
men’s clothing has risen in price slightly more than women’s since pre-war. 
It can therefore be inferred with some confidence that the Technical Com- 
mittee used the special survey of each household’s expenditure on clothing 
throughout one year. The results of this survey are summarised in the 
issues of the Ministry of Labour Gazette that contain the summaries of the 
household budgets. 

(The decimal shown in the 1937-8 weight has little meaning itself, but in 
most cases it will be the same as that which would have been reached by the 
Ministry, and allows subsequent calculations to be made rather more accur- 
ately). 
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1 Assumed divided equally between fish and potatoes for weighting. 

? Assumed all in this section of manufactured foods because there was no specified 
place in the budget for condiments, sauces, salt, jellies, custard powder, invalid foods, etc 

% 2d. is also added to manufactured foods for soft drinks, for weighting. . ; 
Seer cp of eso is different from that of the 1937-8 budgets, and the 

weights are regrouped, the weight of 5 for ‘ clothing materials ’ bei : 

aoe Neary 2 to women’s and 2 to children’s, ‘ sii gen aadad 

414d. is assumed transferred for weighting from gas to househ i iri 
beech i ghting gas to household appliances (hiring of 

543d. is assumed transferred for weighting from electrici i 
igre te iesaestae g g city to household appliances 

3d. is assumed transferred from oil, firewood, etc., to mi i 

pony a ; i iscellaneous household expendi- 

7 Miscellaneous expenditure is allocated as follows: 15d. to household i i 
there is no place for radios, cycles, prams, clocks, electrical goods, etc.), 24d c ee 
hardware, 24d. to travel (petrol, etc.), 5d. to other services, and 5d. to be spread evenl 
(the last being required to fulfil the statement at the bottom of p. 6 of the Su jement 
that pice 3 per ae o, the weights are spread evenly). Pe 

cences are ieved over-estimated because one week fell in i 

the average weekly cost of radio licences (added to postage), and iz eiooed tan Wass fay 


licences (added to travel), other sorts i ing i 
ate oclee ren of licences being in any case apparently excluded 
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TABLE I 


West for Retail Price Index, 1937-8 and June 1987 


Group 


II 
III 


ans Whe 


on 


18 


19 


r lem 


Bread 
Flour 
Cakes, etc. 
Biscuits 
Beef siai8 
Mutton and lamb 
Pork "2 See 
Canned meat 
Sausages 
Offallve. 
Rabbits, etc. 
Bacon, ham, etc. 
Fish, fresh 
dried sds ae 
fried and chipst 
Fresh milk ety é 
Cream ae = 
Butter ... 


- Margarine 


Lard, etc. 

Suet, etc. 
Cheese ... 

Shell eggs 

Tea eae 
Sugar 

Syrup, etc. 
Potatoes! 
Green vegetables 
Dried legumes .. 
Root vegetables 
Onions, etc. 


Other fresh fruits and nuts on 


Dried fruits 
Oatmeal, etc. 
Fish, canned and paste. 
Milk, skimmed ae 
condensed 
dried 
Cocoa 
Jam, marmalade, etc.. 
Canned and bottled veg. 
Canned and bottled fruit 


Other food 2, 

Rice, etc. 

Coffee ... 

Food for animals 

Total food®* 

Rent 

Men’s clothing.and materials... 
Women’s do. 

Children’s dove 

Footwear ee 


Total clothing*... cae aes 


Average weekly 
expenditure in 


1937-8 (pence) 
: + 


mas 


is) 
FARIDNUINVAINY 


do  w 


Reh 


i 
See are ee Pee ate oe eae re COUN PS OIE CON) FOS 


Weight for 
1937-8 (w) 


S307 
10.7 


18.8 


33.3 
17.8 


25.7 


23.8 
11.6 
38.6 
30.5 
11.8 

8.8 


22.8 
20.5 


14.3 
1525) 


15.0 


19.0 


35.6 


147 


Weight for 


June 1947 (w) 


23 
7 
32 


25 
12 


23 


23 


148 TABLE I (continued) 
Weights for Retail Price Index, 1937-8 and June 1947 
Grou Item Average weekly Weight for Weight for 
a expenditure in 1937-8 (w) June 1947 (w) 
1937-8 (pence) 
IV 1 Coal . 37.8 
te 1.0 40.0 41 
Ze /Gas*) de: 16.7 15.7 14 
3°~ Electricity® 5... 11.2 11.0 6 
4 Oil, firewood, etc.* 9.2 6.4 4 
Total fuel and light*,5,¢ 75.9 73.1 65 
V 1 Furniture ne ber AG | LEE | 18 
2 Household utensils*,®,? 3.6 74S) 24 
3 Floor coverings 6.8 7.0 11 
4 Drapery a8 6.6 6.8 9 
& Ironmongery’ ... sae 2.2 
Brushes and brooms ... 1.0 7.4 9 
Pottery and glass LS 
Total household durables‘, 5, 7 34.4 55.6 71 
VI 1. Soap (incl. flakes) 9.1 9.4 8 
2 Soda, cleansers, etc.® 4.2 7.4 9 
3 Medicines 5.9 6.1 7 
4 Newspapers... 11.9 
Books, stationery 2.5 14.8 11 
Total miscellaneous goods® 33.6 Saad 35 
VII 1 Rail fares to work’, ®... 71 - 
Bus, tram fares to work 10.5 29.9 25 
Other fares 3c é 8.4 
2 Postage, etc.® ... 4.9 7A 9 
3 Cinemas 500 aoe 10.3 163 18 
Other entertainments aS ; 
4 Clothing repairs ae 1.7 
Boot and shoe repairs 6.8 
Hairdressing, etc. 6.0 29.2 27 
Laundry see 6.2 
Domestic help? 2.6 
Total services’, § 70.0 82.5 79 
VIII 1 Beer... 63.6 c= 
Spirits, etc. 6.0 717 101 
2 Cigarettes 39.6 
Tobacco 10.8 52.0 116 
Total drink and tobacco 120.0 123.7 217 
— Licences S08 6.0 — pay 
— Misc. expenditure’ 30.0 —_— = 
GRAND TotTat * 976.5 1,000 1,000 


Bee items, assumed to follow the general price level : 

eals, etc., out, 13.1; Education, music lessons, 3.6; li 

Items excluded : age ea 
Doctor, dentist, etc., 10.5; Hospital funds, 3.2; National insurance, 

premiums, 27.8; Trade union subscriptions, 15.7 


24.5; Insurance 
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APPENDIX B 
PRICE RELATIVES AND IMPLIED VALUES OF I 

The latest issue of the National Income White Paper (Cmd. 7371) shows 
a number of indices of price changes for different groups of consumer pur- 
chases. These indices are not entirely suitable because they refer to total 
consumer purchases, instead of working-class consumer purchases. And they 
refer to an increase from the annual average prices during 1938 to the annual 
average prices during 1947, whereas the relatives the Technical Committee 
will have used are the increases from the average prices over certain dates 
in 1937-8 (in October 1937, January 1938, April 1938 and July 1938) to the 
prices operating in mid-June 1947. . 

The discrepancy in dates is probably the least important. The original 
cost-of-living index (in those days somewhat less restrained in its movements 
than it became later) showed an average of 102 for the months indicated in 
1937-8, as against ro1 for the average of 1938.! The pace of price rises seemed 
to accelerate in the autumn of 1947 because of the combined effects of the 
autumn budget’s increase in purchase taxes and the ceiling imposed on 
cost-of-living subsidies. So possibly prices in June 1947 were slightly below 
the average for the year. The wholesale prices index, for example, was at 
187.2 in June 1947, compared with an annual average of 189.1 Tobacco 
prices would be an exception, and the relative for them has to be estimated 
separately. The effect of the date discrepancies, therefore, might be to cause 
the White Paper price relatives and therefore the implied estimates of I, the 
cost-of-living index derived from them, to exaggerate increases but only very 
slightly. These price relatives and the values of I they imply, using formula 
(2), are shown in section A of Table II below. In order to allow an assess- 
ment of the difference in scope between the groups in the White Paper and 
in the Retail Price Index, notes on coverage are also given in Table II. 

A source of error lies in the fact that the weights are in some cases too 
small for I to be estimated accurately, since w, is given only in whole 
numbers. The extreme case is that of electricity, in which the range of 
possible values of I is 147.2 to 174.0 (w, having a possible range of 5.5 to 6.5). 
The weights in June 1947 are therefore also shown in the Table. . 

The price rises shown by the sections of the original cost-of-living index 
for food and a few other commodities are given in.section B of the Table. 
The index number for June 17th, 1947, was compared with the average of 
the index numbers of November ist, 1937, February 1st, 1938, April 30th, 
1938, and August 2nd, 1938—these being the nearest dates of the weeks for 
which the working-class expenditure budgets were provided. A column of 
Notes indicates ‘differences of coverage, and the last column, as for section A, 
shows the value-of I obtained by using the price relative concerned in formula 
(2). 3 

: eee ee ae tigi 2 generally to the goods the Committee 
are using for calculating current price relatives. ]'resumably however the price relative for 


June 1947, used for changing the weighting system, would have been chosen where possible 
so as tc be comparable to the current ones. 
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If we group the implied estimates of I, we have :— 


Implied Estimate Number of Implied Estimate Number of 
of I Estimates of I Estimates 
130-4 ee I 170-4 cea I 
135-9 a == 175-9 che 6 
140-4 ee I 180-4 a 2 
145-9 +e 2 185-9 sa8 — 
150-4 tee 5 190-4 sae — 
He ee 5 195-9 I 
160-4 ome 16 er 


165-9 7 3 Total 43 


The mean, median and mode of this distribution are respectively 162.7, 
162 and 161.8. That all values of I are not identical is due to random errors 
in rounding and biassed errors in the price relatives used.t Since the median 
and the mean depend on whether more relatives with an upward bias than 
with a downward bias are used, the mode is the most appropriate measure. 
However it seems preferable to proceed by eliminating price relatives which 
we can expect to be biassed. 

For alcohol the Supplement states that :— 


‘It is possible, however, to adjust the price each month to allow for 
the extra duty which would have been payable if it (beer) had been of the 
strength which prevailed in 1938, and this adjustment goes some way 
towards giving a series reflecting the movements in the price of beer of 
unchanged quality’ (p. 26). 

The resultant series is described as a ‘ compromise ’ between the alternatives 
of a series of beer prices ignoring changes in strength (z.e. on a ‘ bulk barrel ’ 
basis), and a series of the price of a certain volume of alcohol (z.e. on a 
‘standard barrel’ basis). The series used ‘ may be said to reflect the fact 
that the purchaser of a glass of beer is not only concerned with the alcoholic 
content, but also with the quantity of liquid refreshment, service, recreation, 
social intercourse and amenities of the public house.’ The Technical Com- 
mittee would presumably have used a price relative constructed in the same 
way for calculating the 1947 weight, so that the implied value for I would be 
somewhere between the values of 142 and 180 shown in Table I]—values 
which would have been implied by the change in weights if respectively 
constant volume and constant alcohol content had been used as bases for 
calculating the price relatives. For tobacco a precise calculation cannot be 
made. If only standard brands of cigarettes are considered, the price increase 
is from 6d. to 1s. 8d. for 10, which gives a price relative of 367 (compared 
with 365 for ‘ all cigarettes ’ by the method indicated in the footnote to Table 
II) implying a value for I of 164, but the inclusion of sub-standard brands 

1 Bias being due to the fact that the price increase in working-class purchases is not 
properly measured either by the increased price of all consumer purchases, or by the increase 


in the prices of goods represented in the old cost-of-living index. ‘ 
2 The drafter appears to take the slightly more idealistic view on the functions of the 


public house, 
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and various tobacco brands might indicate a different relative, and the method 
used cannot be inferred. So the values implied by alcohol and tobacco for I 
must be eliminated. 

In section A we can eliminate food, clothing and household durables as 
being groups which are heterogeneous and subject to a differential price 
policy. The Technical Committee would use other and lower indices for 
working-class purchases than those given in the White Paper. The groups of 
furniture and domestic hardware are too different from those of the index 
for the price relatives to be necessarily applicable to the goods covered by 
the index sections. 

The section A groups which are left are presumed to give values of I 
mainly free from bias, as far as differences of scope are concerned. The 
random errors due to the use of whole numbers for the second set of weights 
are still present, but to deal with these we indicate, as well as the implied 
value, the range of implied values of I which are possible.: 


Implied Range of Implied Range of 

value of I implied values value of I implied values 
Rent and rates 159... 158.1—159.9 Household non-durables 148 ... 144.8—152.7 
Coals. 162 ... 160.0—164.0 Reading matter -- 161... 154.4--169.2 
Gas be 163 ... 157.0—168.6 Travel ee .. 152 ... 148.9—155.0 
Electricity 160 .... 147.2—174.0 Entertainments .. 160 ... 155.1—163.9 
Soap... 161 .... 151.5—171.7 Miscellaneous services... 161 ... 158.2—164.2 


Of these ten groups, seven could be satisfied by any value of I in the range 
158.2—163.9 (though not the same 7 by all values in that range since in the 
range 158.2 to 159.9 rent would be satisfied but not coal). It seems obvious 
that I cannot be below 155, and the implied values given by household non- 
durables and travel can therefore be ignored. (They are categories which 
contain differences of definition that make them of doubtful value anyway). 
The mean of the implied values of I for the remaining categories is 160.8. 

Bias in the groups of section B, though this time in a downward direction, 
can be expected in the same groups as for A, namely total food and clothing, 
because of the tendency to direct subsidies towards items included in the old 
cost-of-living index. The results from meat and butter groups have to be 
discounted because of the difficulty of knowing what weights would be given 
to the different types,? and total ‘fuel and light’ is not comparable with the 
index group. This leaves the following implied values for I:3— 


Implied Range of Implied Range o 

value of I implied values value of I implied ped 
Bread ... 162 «-» 159.2—166.3 Bacon eee LOO +s» 155.6—164.6 
Millesriiase 157 -. 154.4—159.3 Fish? <= eso 169 ven) 158351795 
Eggs ise 158 «+» 152.0—164.2 Cheese ... x 162 --» 147.2—180.0 
Tea nee 160 «» 155.3—165.4 Rent and Rates 162 --- 161.0—162.9 
Sagar ux. 151). osetg44 BkS8.00 -Conkcex..c0 Wok Aes bal eases 
Potatoes 178 169.8—186.0 Gas ace 164 158.1—169.8 


Eight of these twelve groups would be compatible with a range of I from 
159.2 to 159.3 or 161.0 to 162.9, and seven by 158.3 to 159.2, 159.3 to 161.0 
or 162.9 to 164.2 This increases the presumption that I is within the range 


? By using the highest and lowest possible values of W in formula (2). 

* The price relatives for foreign mutton for example were 93 for breast and 115 for legs 

>The Technical Committee appears, incorrectly, to have ignored the elasticity of demand 
for eggs, since a price relative allowing for elasticity gives a quite extreme value for T. 
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158.2 to 163.9 indicated by the unbiassed values in section A, and suggests 
that the cost-of-living price relative was not used for coal or sugar (the new 
weighting system in any case referring to ‘ coal and coke’ and ‘ sugar and 
syrup ’). The high value of I implied by the potato index suggests that it 
was mistaken to allocate ‘ Fish and Chips ’ equally between fish and potatoes. 
If potatoes were allotted 14d. instead of 2d., for example, an implied value 
for I of 164 would be possible. This however also means that the value of 
I implied by the price relative for fish would have to be adjusted upwards, so 
that the value shown must be discarded. For the remaining groups, the mean 
of the implied values of I is 160.6. 

It seems therefore that the Technical Committee probably compiled 
individual food price relatives in most cases from the data used to compute 
the cost-of-living index, and fuel and light price relatives from the material 
used in reaching the National Income White Paper estimates. It would also 
appear more likely that they used the rent price relative implied by the cost- 
of-living index, than by the National Income White Paper, and price relatives 
similar to those used in the National Income White Paper for soap, entertain- 
ments and miscellaneous services. 

These give us, from both sections, 14 estimates of I ranging from 157 
to 163. The estimates implied by milk (157) and eggs (158) are, however, 
the only ones under 159, and it seems that a different price relative has been 
used from the ones obtained above. (These commodities are particularily 
subject to seasonal influences and it may be that the cost-of-living price 
indices have been used, but with different base dates). This leaves 12 esti- 
mates of I ranging from 160 to 163 and with a mean of 161.2. The 
values of 161 and 162 would lie in the possible range of all 12. These values 
would also satisfy other relatives which have been excluded because of 
difficulties of definition—footwear and furniture from section A, and butter 
from section B, and they are consistent with a relative for alcohol 
which is half-way between those given by ‘volume’ and ‘alcohol content’ bases. 

The value of I given by equation (2), using whole number values for w, 
is not in fact the best estimate of I. Since I is an inverse variable of w, and 
w is equally likely to have any value over a range 0.5 each side of the whole 
number shown, the expected value of I is not the value given by the centre 
of that range (i.e. the whole number). If I’ is the expected value of I, we have, 
from equation (2) :— 


Ww, + 0.5 
dw 
w 
= w, — 2.5 oe | w,+0.5 
Le w, + 0.5 tae W,—0.5 (4) 
| dw 
W,—0.5 


The mean I’ from all the eleven groups is 161.3.? 
1 Possibly some allowance was made for cooking fats used in frying fish and chips. 


2 This assumes that price relatives for these groups are equally likely to approximate to 
thace nced hy the Technical Committee. 
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By different methods, therefore, we obtain estimates for I of 161.8, 161.2 
and 161.3. So it seems highly probable that in the Technical Committee's 
opinion the cost-of-living in June 1947 was approximately 61 to 62 per cent 
above that at the time the budgets were collected in 1937-8. It is extremely 
unlikely, for example, that their conclusion was that the cost-of-living was, 
say, only 55 per cent higher, since this conclusion would have involved using 
different price relatives for a number of homogeneous commodities (such as 
bread, tea, bacon and fuel) than those most suitable and most readily avail- 
able. Such a value would imply an increase in ‘rent and rates’ of only about 
5 per cent, even lower than the 10 per cent shown by the cost-of-living index. 
It would moreover hardly have been compatible with the price relatives for 
other homogeneous commodities, since the approximation involved in using 
whole number values for w would be most unlikely to cause persistent 
errors in estimating I—all in the same direction. 


APPENDIX C 
INCREASES IN PRICES OF COMMODITIES BOUGHT BY THE WORKING-CLASS 


Table III shows the price relatives for each commodity group in the 
index obtained by using formula (3), expressed as index numbers.' In some 
cases, where the weight attributable to each item in 1937-8 is not known 
precisely, because of regrouping, the index is not firm, and is therefore 
shown in brackets*—though the amount of regrouping between totals of 
groups was not sufficient to affect their relatives greatly, and these index 
numbers are therefore shown without brackets. For comparison, the second 
and third columns show roughly corresponding index numbers for each item 
from the old cost-of-living index3 and the National Income White Paper 
respectively. 

The right-hand side of the Table shows first the amount spent by the 
average working-ciass household on each commodity in 1937-8, and then, in 
the last column, the cost of the same goods in June 1947. This column does 
not depend on the grouping of the items of the 1937-8 budget, since it can be 
derived directly from the June 1947 weight, which is published, and the total 
cost of the 1937-8 budget at June 1947, which can be found from I and the 
original cost of the 1937-8 budget. The figures in the last column must be 
the approximate base expenditures for the new Retail Prices Index. 

The dispersion of price relatives used indicates how carefully the 
Technical Committee estimated price changes for calculating the new 


weights, and nence that their estimate of I is much more valuable than the 
Supplement alleges. 


1 These are estimates of the price relatives used by the Technical Committee, which may 
not be very well based in all cases, though the information at the Committe’s disposal is of 
course, considerable. 

* In addition, there may be random errors in individual items due to the rounding, of 


the June 1947 weights, especially where these weights are small. 
* Calculated as in Table II, ‘ 
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APPENDIX D 


Workinc-Ciass Foop PURCHASES, PRE-WAR AND IN JUNE 1947 


The average persons per household shown by the 1937-8 budgets (assum- 
ing that one-third of those under 14 were under 5, and weighting industrial 
and agricultural households in the ratio 16 to 1) were as follows :— 


Age o— 5 0.33 


5—18 0.98 
18+ 2.46 
Total Bch 


Weighting 1937-8 food purchases of industrial and agricultural households 
also in the ratio 16 to 1, and multiplying the rations available on different 
ration books in June 1947 by the number of persons in each age group, we can 
draw up Table IV, which compares weekly purchases of a standard household 
before and after the war. (Note that the 1937-8 budgets were only collected 
from the households of those 2m employment. Average working-class pur- 
chasers, including the unemployed, would have been lower than those 
shown here. 


TABLE IV 


Weekly purchases of some main foodstuffs by a Standard Household of 3.77 Persons, 
1937-8 and June 1947—(Ibs.) 


Average purchases Rations 
1937-8 June 1947 

Bread eee cas sae ec 13.6 13.91 
Flour ee Shc Si AP 4.5 1.41 
Meat oor aaa dae ee 4.7 about 3.6? 
Bacon, ham ... 5150 Soe Sen 1.4 0.53 
Milk (pints) are aoc wee 11.0 13.14 
Butter eae see : 1.8 0.85 
Margarine 0.7 0.85 
Lard os nee 0.5 0.3 
Cheese (sold by weight) 0.7 0.5 
TCE Bae Sion «a 0.7 0.5 
Sugar wae asta 4.9 1.98 
Jam and marmalade 1.0 0.9 
Shell eggs (no.) 13 Se about 4.77 


1 On the assumption that there is one adult manual worker in the hous i 
B.U.s per week would be about 39.-These are assumed to be spent so tte hea 
of bread, flour and cakes (incl. buns) were in the same proportions as were shown by the 
average households in 1946 (vide ‘ Working-Class Income and Household Expenditure on) 
Miss T. Schulz, BuLvetin, Vol. 9, pp. 133 ef seq.). This would involve an outlay of BUS 
as follows: Bread, 32; Flour, 4; Cakes and Buns; 2}. i - 
2 A price of 1d. per ounce of meat is assumed. _— Bacon only. = 
: Sloe a priorities, school milk, etc. ; - 
argarine could be taken instead of butter, an i i j 
ive istee this Gales , and margarine consumption would be 
6 Excluding special allocations. 
7 Based on a ration of 61 per annum for those over 2. 


APPENDIX D 161 


The effect of food restrictions can be roughly indicated by estimating how 
much the cost-of-living would have risen if the working-class household had 
only bought these rations at both dates. Strictly we ought to allow for other 
rationing also, but it is doubtful whether working-class clothing and fuel 
purchases are greatly reduced below pre-war standards by rationing, and in 
any case fuel and clothing do not differ greatly from the average price rise— 
the distorting effect of food restrictions being due to the fact that they apply to 
goods whose price has increased least. If we reduce the weighting of the food 
items shown in Table IV, by the proportions indicated, increasing the weight- 
ing of other items correspondingly, and use the price relatives given in Table 
III, we get an index number of 167.0. This figure measures the increased 
cost of the 1937-8 living standard on the assumptions that money saved by 
reducing spending in 1937-8 (if expenditure in food had been restricted then 
by rationing like that in force in June, 1947) could have been spread propor- 
tionately over all other purchases without net loss of satisfaction, and that 
expenditure could be distributed in this way in June 1947. This is, of 
course not likely to be true, since it is presumed that the actual budget in 
1937-8 represented a maximisation of satisfaction (so that a shift of spending 
in any way must therefore of itself imply a loss of satisfaction). Also the 
weighting system so adjusted still did not represent a possible distribution 
of expenditure in June 1947, because of other shortages (e.g. food on points, 
clothing and fuel). It does however indicate the magnitude of the error intro- 
duced by rationing." 

DuDLEY SEERS. 


; for which 
1 It seems that meat, bacon, fats, sugar and eggs were the only foodstuffs for w 
Bere cass consumption was considerably reduced below pre-war levels by rationing: 
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The appearance each year of the White Paper on National Income affords 
the occasion for an attempt to form a picture of the economy as a whole. 
There is one difficulty to which the current issue invites renewed attention; 
it is a feature which does not seem to fit easily into a schematic representation 
of our position. The White Paper concludes that total personal consumption 
is slightly up. How does one reconcile this with the following facts? A 
larger proportion of our resources is being devoted to export than before the 
war; a larger proportion is being devoted to capital outlay; a slightly larger 
proportion is being devoted to defence; a larger proportion is being devoted 
to the provision of services by the Government, which fall outside personal 
consumption. The general testimony of producers is that output per man is 
somewhat down; no doubt the prevailing middle-class pessimism in this 
regard must be discounted; there are cases on record in which production 
is up, but it would seem imprudent to deny that on average there has been 
some retrogression. How then is it possible that personal consumption should 
not be down? Surely all these additional claims on our resources cannot have 
been met by the pre-war unemployed who have been taken into work ? 

Examining the White Paper in search of a solution of this difficulty, I came 
upon what seemed to be an internal discord, by comparing Table 4 from 
which may be computed an index of the rise of money costs per man em- 
ployed and Table 21 which gives figures for rises in prices. How can 
prices not have risen more, if costs have risen so much ? 

A discord with other data may also be observed. By comparing Table 
21 and Table 22, it can be computed that the rise of prices for home 
goods and services, ex subsidies and indirect taxes, is deemed to have 
amounted to fractionally less than 61 per cent. From the Board of Trade 
returns, we know that export prices in 1947 were up 130 per cent by com- 
parison with 1938. How is it possible that the vast range of goods and 
services entering into home consumption only rose 61 per cent, net of in- 
direct taxes and subsidies, while another vast range of goods entering into the 
export trade rose 130 per cent? These two great categories contain many 
common items. And many common causes affect the items which are not 
common. 

The White Paper does indeed give us a lead towards a possible answer, 
by observing that full allowance has not been made for changes in quality. 
One interpretation of the following calculations might be that they give an 
arithmetic measure of the decline in quality. This would be interesting. I 
surmise, however, that this factor does not account for the whole difference 
between my conclusion in regard to consumption and that of the White 

: a peer ; Waray 
calculations ttnilar to those which fallgw. In composite thi tee kes gegen 
lations entirely de novo. The results accord fairly closely with those previously made, 


save those resulting from a concession in regard to the efficiency of ‘services’ i 
: : ‘ services’, which I r 
introduced at the final stage as stated in the text. : edges: 
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Paper, and that part of the difference is due to the prices on which the White 
Paper relies being biased on the low side. It is only to be supposed that the 
authorities do not get reports of many high prices that are actually being 
charged to consumers. At the top of page 42, the White Paper reads ‘ The 
method used in calculating the figures of Table 21 has in every case been 
to revalue at the appropriate 1938 prices as many individual items as possible 
within each group of goods and services bought in any year.’ The prices for 
1938 may be all right, but can we be sure that those for 1947 were ?. May not 
the ‘impossible’ goods have been precisely those for which exorbitant 
prices were charged? And even the other goods may have been sold at varying 
prices, of which the higher ones may have escaped official cognisance. 

I begin with a table which shows the cost components, as percentages, of 
total production in 1938. These figures are derived from the first column of 
Table 4 of the White Paper. Interest on the National Debt has been sub- 
tracted, and pay and allowances of the armed forces omitted. Imports, 
valued c.i.f., have been added. 


TABLE I 
Average cost of production per man-year of employment. 
1938 


Wages... “ ee te 31.59 
Salaries ee Sew ore 20.21 
Rent nae see Ses ae 6.92 
Profit and interest sae a 24.53 
Imports ... . ae 16.73 
100 


The next task is to construct a table of costs in 1947 from the data provided 
in the right hand column of Table 4 of the White Paper, with 1938 as base. 
Again interest on the National Debt has been subtracted, and pay and allow- 
ances of the armed forces omitted. I have taken actual imports, valued c.i.f. 
Although the average price of imports has risen by 148 per cent, they did not 
rise as much as this as a component of the cost of production, because the 
volume of imports was down, and however much producers may have needed 
the old volume of imports, they have had to make do without them. (It 
may be noted that this fact in itself must make one sceptical about the possi- 
bility of production on export, capital and consumption all having risen.) 
To get the wage components, I have deflated the 1947 figure shown in Table 
4 to allow for the increase of the ‘ Total employed in industry’. Thus my 
cost component reflects the rise in money cost per man year of those employed. 
In order to obtain comparable coverage, I have taken figures provided in 
Table 4 of the Statistical Digest. The pre-war figure unhappily relates to 
June 1939. The deflection of manpower into the forces between 1938 and 
1939 was more than offset by the decline in unemployment. ‘There may be 
a margin of error here, but it is a small one. 

In the case of each of the other items in the composition of cost, including 
imports, I have deflated by the same fraction. It does not really matter to 
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this calculation how much capital in total was used in industry, or what the 
rate of return on capital was. It suffices to know what cost was incurred in 
respect of profits and interest per man year of employment; and so with 
the other items. 


TABLE II 


Average money cost of production per man-year of employment, 
assuming output per man to be the same as in 1938. 


1947 (Base, 1938) 


Wages... are =e apc 61.93 
Salaries — oe sae 30.17 
Rent aE Sie she ao 7.016 
Profits and interest aes aoe 47.33 
Imports ... ase as = 31.36 
177.806 


The average cost of production, with a base of 100 at 1938, was thus 
177.806 in 1947, and must be compared with the suggested figure for the 
prices for home goods and services of 161 and the reliable figure for export 
goods of 230. 

It is clear, of course, that the cost components of exports must be differ- 
ently weighted from those of home consumption. Imports enter much more 
largely into the former than into the latter. These have risen most in price. 
Rents on the other hand, which have risen least, and salaries, which have 
risen less than the average, clearly enter less into exports than into home con- 
sumption. Home consumption includes many items of service character, in 
which salaries are probably a large constituent. 

I have accordingly endeavoured to calculate a possible split between 
export prices and home consumption prices. In this, I have adopted 
assumptions as unfavourable as possible to my argument. Although we are 
not concerned with the prices or volume of net additions to capital, I have 
included a column for these, since the weighting of constituent items in that 
column must affect the other weights. I have given a very low weighting 
to both rents and salaries in the capital and export columns alike. I do not 
think I could well have depressed these items further. They could not be 
excluded altogether. Capital work no doubt includes a larger proportion of 
imported goods than home consumption of goods and services, but, owing 
to the presence of building, probably not so high a proportion as exports. 
For the volume of activity in each category in 1938 I have weighted con- 
sumption: net capital: exports, at 8:1:1; for 1947 the weights are 6:1:1. 
These are, of course, only approximate, but fine changes would not alter the 
general conclusion. In choosing these weights, I have deliberately only taken 
net additions to capital. Gross capital outlay is in part offset by depreciation 
allowances, and these enter into the prices of goods whether for export or 
home consumption. 

In Table 3 which follows, the weighted average of the figures in each line 
is equal to the figure in the same line of Table 1; and the weighted average 
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of the figures in each line of Table 4 is equal to the figure in the corresponding 
line of Table 2. The items are worked out as follows. I have taken very low 
arbitrary figures for rents and salaries in ‘ net capital ’ and ‘ exports’. Salaries 
are raised in 1947 in proportion to the general rise shown in Table 2. The 
figures for salaries and rents in column 1 of Tables 3 and 4 are consequential. 
Next I have put in arbitrary figures for imports for columns 2 and 3 of Table 
3. I have endeavoured to weight the argument as heavily as possible against 
myself. In the case of exports I have assumed in Table 4 that producers will 
need as much import content as before on the basis that they cannot cut the 
quality of their exports. Thus the right hand bottom figure of Table 4 is 
raised above the corresponding figure in Table 3 by the full amount of the 
rise in import prices (148 per cent increase). I am led to think that I have 
gone as far as it is possible to go in loading the case against myself here, for 
in 1947 I have only left £1,105 million imports c.i.f. for home consumption, 
which, after deducting food, drink and tobacco, is only £300 million, or about 
one-sixth of the total of imports. It must be remembered that this has to 
include materials required for the maintenance and replacement of equipment 
making consumer goods for the home market. I do not think we can go 
further than this, and I have probably gone too far. In Table 3, I have given 
profits and interest an equal weight throughout, and have raised them equi- 
proportionally in Table 4. In Table 3, wages is the residual figure, assessed 
so that the weighted average is equal to the wage component shown in Table I. 


TABLE III 
Average money cost of production per man year of employment. 
1938 
erate: @siindenitxiy (ii) 
Home Net additions Export 
Consumption to capital 
Wages 78 Sa 27.7 49.5 44.5 
Salaries = 24 5 5 
Rent pte ane 8.5 1 1 
Profits and interest 24.5 24.5 24.5 
Imports... sii 15.3 20 25 
100 100 100 
TABLE IV 


Average money cost of production per man year of employment, 
assuming output per man to be the same as in 1938. 
1947 (Base, 1938) 


ae a ee en annem nnEEEEET TRIER 


(i) (ii) (iti) 


Home Net additions Exports 
Consumption to capital 
Wages oe ae SZz7 94.5 84.5 
Salaries... oe EYE UE 7.5 
Rent ae id 9 A 1 
Profits and interest 47.3 47.3 47.3 
Imports... a3 25.7 34 62 


1724, 184.3 202.3 
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We now come to the final stage. Export costs, including profit, show 202.3 
against 100 in 1938; export prices show 230 against 100 in 1938; this means 
that export prices have risen 13.7 per cent above cost as computed, and implies 
a loss of efficiency in the export trade of 12 per cent. This figure by no means 
clashes with the general testimony of entrepreneurs. Rumours are current 
that the quality of British exports has fallen. We may hope that the rumours 
are unfounded. If they are true, this means that efficiency has fallen yet 
further; even if the loss of quality were primarily due to lack of materials to 
put into the exports, the same conclusion must be drawn, because it would 
mean that the import-cost component of exports has been put too high in my 
calculation, and therewith the total cost of exports. Any short fall in the 
money cost of exports, as compared with that shown in the table, would 
imply lower efficiency since export prices are known. 

We next have to consider the question of efficiency in the production of 
home goods and services. The cost shown in Table 4 implies that the output 
of a man year was the same in 1947 as in 1938. In view of the result of the 
export calculations, this cannot be assumed. Where goods come from the 
various industrial processes, it is proper to assume a drop in the efficiency of 
producing goods for the home market equal to the drop in work done for 
exports. It is probable, however, that we should regard certain categories 
somewhat differently, namely, agriculture, horticulture, fishing, distributive 
trades, commerce and finance, professional and personal service, entertain- 
ments, catering, laundries, etc. In my calculations for the Economist, I 
assumed that efficiency in these had only fallen 3 per cent. As a concession 
to the other side, I will now assume that efficiency has not fallen at all. This 
is not really plausible. Loss of efficiency is no doubt due to a large number of 
factors, and it is unlikely that these are all confined to industry in the narrower 
sense. One may get into the habit of thinking that the primary cause of the 
loss of efficiency in industry is the system of central allocation of materials. 
But it is unlikely that this is the only cause. Inflationary pressure produces 
disturbances throughout the economic system. Even the professional man, 
who may lack sufficient petrol, has to wait in queues, has to make a 
tour through many shops to buy a necessary article, has to engage in 
voluminous and vexatious correspondence about matters which could pre- 
viously have been settled by one letter, or without one, can hardly hope to 
cram as much professional service into a day as he could have in 1938. On 
the charitable assumption that there has been no loss of efficiency in the 
broad categories referred to above, we find that there are 6,982 thousand 
persons engaged on work for home consumption, in which a loss of efficiency 
of 12 per cent has to be assumed, and 5,557 thousand with no loss of efficiency. 
This gives an average loss of efficiency of 7 per cent. 

According to Table 22 of the White Paper, consumer goods and services 
in 1938, ex subsidies and indirect taxes, cost £3,713 million. Applying the 
cost index shown in column 1 of my Table 4, and allowing a loss of efficiency 
of 7 per cent, these would now cost £6,888 million. Actually what we had 
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only cost £6,161 million. This implies that consumption was down 10.5 
per cent in total, or 14 per cent per head. 

This conclusion by no means jars with experience. How far the difference 
with the White Paper estimate is due to the decline in quality which the 
White Paper recognises as a factor which it has not taken into account, and 
how far to prices used by the White Paper being biased on the low side, I 
know no means of determining. It must be noticed that if our exports are of 
inferior quality, the reduction in consumption must be pro tanto greater, 
since exports are the yard stick in this calculation. 

The expression ‘decline in quality’ is apt to arouse inappropriate 
associations in the mind, suggesting ornament ahd varnish which the con- 
sumer can get along without. In more cases the article of lower quality will 
wear out more quickly and have to be replaced earlier. If a consumer had 
to buy two kettles in four years, where one of pre-war quality would have 
lasted the whole period, his kettle consumption would not have doubled; 
the official statistics might show kettles standing at 61 per cent above the pre- 
war level; in this case the true rise of price would have been 222 per cent. 

I stress finally that the above calculations are tightly interlocked. To 
challenge my Table 2 implies challenging Table 4 of the White Paper. 
Each of the items in my 3 and 4 is governed by the rule that the weighted 
average of each line must be equal to the corresponding figure in. Tables 1 
or 2. By altering certain assumptions, one might get slightly different results, 
but the broad result of a very large decline in consumption would not be 
altered. 

At two important points I have taken, not the most probable estimates, but 
estimates biased to the extreme limit of probability against my thesis, 
namely (1) the very high weighting of imports and very low weighting 
of salaries in the cost of exports, and (2) the assumption that, despite the clear 
loss of efficiency in production for exports, a broad range of activity on behalf 
of the home consumer has maintained its old efficiency. It may well be, 
therefore, that the decline in consumption is here understated. 


R. F. Harrop. 


A NOTE ON FURTHER COAL DEVELOPMENTS. 


A paper published in the October 1947 BULLETIN gave some seasonally 
corrected estimates of coal production.! ‘The table below extends the season- 
ally corrected figures through the winter months, calculated in the same way, 
with inland consumption shown separately because of the increasing exports. 
(Corrections for the inclusion of New Year’s Day in the December figures 
and the early Easter were made by using assumptions described in the 
October issue.) 


SEASONALLY CORRECTED COAL PRODUCTION AND CONSUMPTION 
(Annual rates, in millions of tons) 


1947 1948 
Sept... Oct... .Nov.. Dec: Jan. Bebay .Mars tf Anr® 
Total production ¢... ... 192 199 210 211 208 209 210 (210) 
Total consumption eon 191 196 201 196 206 201 (208) 
Inland consumption coe wee) 186 190 195 188 196 191 (192) 
* Provisional. { Mined and opencast. 


‘ September production was lowered by strikes, and the jump in November 
shows the effect of the miners’ agreement to work longer hours. Since then 
output has been maintained at a rate which promises the achievement of this 
year’s target of 211 million tons,? and an excess if the long-term trend of 
improvement is maintained.3 The difference between total production and 
total consumption shows that the seasonally corrected stock level has been 
rising, up to April, or to put it another way, actual stocks have been falling 
far more slowly than they usually do in winter months. Seasonally corrected 
total stocks (corresponding to end-October levels) at the end of March were 
about 21 million tons, or 34 million tons higher than at the end of October, 
which indicates that stocks of 20 million tons for the coming winter are quite 
compatible with the present levels of production and consumption. 

The rise in corrected inland consumption is marked. Despite the milder 
weather, inland consumption has been running at a slightly higher rate than 
the previous winter, showing the effect of the easing of restrictions. The 
difference between Total Consumption and Inland Consumption is due to 
“overseas shipments and bunkers’, the rate of which has also been rising 
sharply. Since there is now no need to maintain a gap between corrected 
production and total consumption rates (because of the stock position), it 
should be possible to increase overseas shipments substantially in the coming 
months. 

This series will in future be shown in the United Kingdom table in the 
Tabular Appendix, because the weekly averages which are published have 
little significance until they are corrected for seasonal fluctuations. 

DUDLEY SEERS. 


? Vol. 9, pp. 340-2, * Economic Survey, p. 23. 
* Though recently, as can be seen from the table, there has been no increase in cor- 
rected output rates. 
as Delivery by merchants to domestic consumers counts as ‘ consumption ’, so that the 
high level of ‘ consumption ' for some months may be due tu domestic stocks rising rather 
than to high usage, 


TABULAR APPENDIX 


EDITORIAL NOTE 
The following tables illustrate the economic developments in U.S.A. 
and individual European countries by presenting the trend of production, 
prices and foreign trade in recent months compared with typical war and 
pre-war years. 


Explanation of symbols : 
... the figure is not available. 
( ) figures provisional or approximate. 
— figure is negligible. 
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